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THE ATTACK ON INFLATION 

1 In his statement on 1 July, the Chancellor of the Exchequer said: 

“ A sharp reduction in the rate of inflation is an over-riding priority 
for millions of our fellow citizens, particularly the housewives and 
pensioners. It is also a pre-condition for the reduction of unemployment 
and the increase in investment which the Government, the TUC and 
the CBI all want to see.” 

Our rate of inflation has been much higher in the 1970s than in earlier 
periods and recently it has accelerated sharply. In common with many 
countries we have experienced in the past two years a big increase in the 
rate at which costs and prices have risen. Like other countries we suffered 
in 1972-73 the great increase in the cost of imported food and raw 
materials, and in 1973-74 the even greater increase in oil prices which 
lave together cut back what is available to us to maintain and improve our 
national standard of living. But whereas most other countries have 
i succeeded in bringing down their rate of inflation, we have not. Our 
prices are 25 per cent above those of a year ago. The figures for our 
competitors are nearer 10 per cent. 

2. This must not go on. The country insists that inflation must be 
curbed: the Government are determined to achieve this, and believe they 
will have the support and co-operation of the whole nation in doing so. 
But there can be no solution to the problem of inflation which relies on 
the creation of mass unemployment and under-utilisation of our productive 
equipment. This would be wasteful, socially evil and against our long-term 
economic interests. The direct and sensible solution is to reduce our rate 
of increase in wages and salaries. The Government, the TUC and CBI 
are agreed that this rate should be brought down to a level which will 
ensure that by the late summer of next year, the year-on-year increase 
in prices will be no more than 10 per cent, and that by the end of next 
year it will be down to single figures. They have also agreed on the 
pay limit needed to achieve this objective. 

3. The problem is not just one for the next year: the Government 
intend to maintain policies which, over a number of years, will control 
domestic inflation and prevent any resurgence of the present rates of price 
increase. We have to get down to inflation rates no higher than those of our 
competitors and stay there. But the next twelve months will be critical, and 
for the emergency situation which the country faces now there has to be 
a straightforward approach which is seen to be just but rightly gives prefer- 
ence to the lower-paid in a period of national difficulty. This is why the 
Government are supporting the TUC’s proposal for a universal pay limit 
of £6 per week. 

4. The sacrifices called for will not be easy: this will be particularly 
true in the early months of the policy because of the price increases already 
in the pipeline. But the alternative is much worse : a continuation of present 
rates of inflation would greatly increase unemployment, threaten us with 
external bankruptcy, and gravely damage the social and economic fabric 
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of the nation. To try to cure inflation by deliberately creating mass 
unemployment would cause widespread misery, industrial strife and a total 
degeneration of our productive capacity. The only sensible course is to 
exercise pay restraint and reduce our domestic inflation without sacrificing 
our long-term economic goals. * 



THE LIMIT ON INCOMES 

5. The Government are determined to bring the rate of domestic 
inflation down to 10 per cent by the third quarter of 1976 and to single 
figures by the end of 1976. 

6. To achieve this within the framework of the development of the 
Social Contract, the TUC have agreed that there should be a limit of £6 
per week on pay increases. This is the maximum increase in pay com- 
patible with the objective of achieving the 10 per cent rate of inflation by 
the third quarter of 1976. The £6 is however a maximum within which • 
negotiations will take place; some employers may not be able to pay it. 

7. Annexed to this White Paper is an extract from the TUC statement 

“ The Development of the Social Contract ” which was adopted by the TUC 
General Council on 9 July. This extract sets out the requirements which 
should be observed by those determining pay over the whole period from 
the date of this White Paper until 1 August 1976. The Government’ 

recommend only one modification of this guidance. The Government 

consider that the upper limit for the £6 increase should be £8,500 a year 
rather than £7,000. 

8. The transition to a new policy may give rise to inequity in a few 
cases where groups have been expecting shortly to implement their annual 
agreements under the existing TUC guidelines, and the Government think 
it right to provide some transitional easement. To that end they accept 
that Wages Council proposals and the awards from formal arbitration 
references made before this White Paper should be implemented; and 
that settlements may also be implemented for groups which, before the date 
of publication of this White Paper, have reached agreements for annual 
settlement dates not later than 1 September, provided that they have had no 
principal increase under the existing TUC guidelines within the last 12 months. 

9. The Government have made and will continue to make every 
possible effort to achieve the necessary restraint on incomes by consent. 
They are opposed to criminal sanctions on work people. It has been 
amply demonstrated that these do not work. Nor do the Government favour 
detailed intervention in collective bargaining. They are very glad therefore 
that it has been possible to reach agreement with the TUC on new 
guidance to negotiators within the framework of the Social Contract, which 
is consistent with the anti-inflation target. 

10. Strict adherence to the £6 upper limit is crucial to the achievement of 
the objective. If it is not observed the economy will be seriously damaged 
and we shall all suffer. The Government will ensure strict observance 
throughout the public sector. Private sector employers will be expected 
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-'milarly to observe the limit. The Government do not believe that it 
wuld be acceptable if de-centralised collective bargaining were to lead 
to accelerating inflation; or if those who settle early in the round within 
the limit have no assurance that the policy will be strictly applied throughout, 
jle Government therefore propose to support the guidance given by 
ju xUC to negotiators with effective sanctions. These will include 
some further powers in the public sector to ensure that the Government 
■an discharge fully their responsibility for securing observance of the 
nay limit in that area. They also intend to introduce measures to secure 
compliance in the private sector, and to legislate to relieve employers of 
contractual obligations which might compel them to increase pay by more 
than the limit. 

11. The Government have already announced that in line with the 
limit on pay increases, increases in dividends must be limited to 10 per 
cent. An Order to give effect to this was made on 1 My. The powers 
necessary to enforce this limit are already available to the Government, 
but under present legislation they expire on 31 March 1976 and the 
Government will in due course ask Parliament to extend them. The 
charges and profits of the self-employed will continue to be subject to 
the price control. 



THE PAY LIMIT AND ITS APPLICATION IN THE PUBLIC SECTOR 
The Government as employer 

12. The Government are directly involved as employer in pay 
settlements affecting 2 million people. These include the civil service, 
the national health service, and the armed forces. In these fields the 
Government will ensure that settlements comply with the pay limit. 

13. The Government will be asking the review bodies for the armed 
forces, for doctors’ and dentists’ remuneration, and for top salaries in 
the public sector, to comply in their recommendations with the pay limit. 
It will also be necessary to suspend the operation of pay research in the 
civil service for the period of the policy. 

Local authorities 

14. Local authorities and public transport authorities employ about 
3 million people. Within this total the Government are directly concerned 
with pay settlements for teachers and the police. But there is no other 
major group of local authority employees whose pay comes under direct 
Ministerial control. Nevertheless it is necessary that local authorities 
should abide by the policy set out in this White Paper. 

15. To this end the Government will have discussions with the new 
joint Consultative Council and with the Convention of Scottish Local 
Authorities. It will be a major item in the new approach that rate support 
grant payable to local authorities will be restricted so that if there is any 
national pay settlement in excess of the limit, no grant will be payable 
on the excess. Moreover legislation will be brought before Parliament 
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to enable the Government to restrict payment of rate support gr 
individual local authorities so that no grant is paid for any part f*' 5 
settlement which they make in breach of the pay limit. P ot a 

16. As regards the rate support grant settlement for next v 

1976-77, the calculation of the grant will be on the basis that >ear ’ 
settlements both in the remainder of this year and in next year conf^ 3 ' 
to the pay limit. No extra grant will be payable either in the ml™ 1 
settlement for 1976-77, or in increase orders, on account of that part of 
general pay settlements which exceeds the limit. In addition, unless staff 
numbers are tightly restricted, the Government will have to reconsider the 
scale of provision of grant. e 

17. In addition the Government will be prepared to use its powers ' 
of control over local authority borrowing, including access to the capital 
market, to reduce the capital programmes of particular local authorities I 
if this proves necessary to offset any excess expenditure on pay settlements I 

The Nationalised Industries 

18. The Government intend that the policy should be strictly applied by 
the nationalised industries, by other public corporations and boards, and 
by Government-owned companies. The Government will be discussing with : 
the chairmen of the nationalised industries and with the unions concerned I 
how this will be achieved. Together these industries are responsible for 
pay settlements affecting about 2 million people. 

19. The Government will not foot the bill for excessive settlements in the ■ 
nationalised industries through subsidies, by permitting extra borrowing, or 
by allowing excess costs to be loaded on the public through increased 
prices or charges. The existing arrangements for financial control and 
budgeting will be strengthened so as to ensure that no additional funds are 
made available to these industries in order to finance pay settlements out- 
side the limit. The price control sanction described in paragraph 21 will 
apply to excessive pay settlements in the nationalised industries as in the 
private sector. All this means that excessive pay settlements will affect 
employment in the industry concerned. 



THE PAY LIMIT AND ITS APPLICATION IN THE PRIVATE 
SECTOR 

20. The Government have no direct control over pay in the private 
sector. But there is a legal price control over most goods and services 
produced for the home market. Moreover the Government purchase a 
substantial part of the output of some industries and provide extensive 
assistance to industry. This gives the Government a number of economic 
weapons with which to support the pay policy. The great majority of 
employers will adhere to the policy and will not be affected, but the 
weapons will be used against those who breach the policy by exceeding 
the pay limit. 
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He Price Code 

21 The Government will not allow firms which make excessive pay 
- ttlements to reflect these settlements in higher prices to the consumer. 
Mth every application to the Price Commission for a price increase, 
employers will have to notify details of any pay settlement underlying the 
plication. The Government will certify to the Commission whether 
anv of these settlements exceed the limit. Where an employer breaks the 

v i; m jt, the whole pay increase will be disallowed for price increases. 
[This will also apply to any settlements implemented between the date of 
this White Paper and 1 August in breach of the 12 months’ rule.) This 
disallowance, which will require new legislation, will apply even if the 
employer is covered by one of the low profit safeguards in the Price Code. 
Similar arrangements will be applied to nationalised industry prices. A 
consultative document will be published on the consequential changes in the 
Price Code. 

Assistance to industry 

22. From now on the Government, in handling applications for assist- 
ance under the Industry Act 1972, will interpret the national interest as 
including observance of the pay limit. The Government will not give 
discretionary assistance under the Industry Act to companies which have 
broken the pay limit. When it is in full operation the National Enterprise 
Board, in discharging its duties, will also take these considerations into 
account. Corresponding policies will be followed in Northern Ireland. 

Public purchasing 

23. The Government will also take account of a firm’s record of 
observance of the pay limit in its general purchasing policy and in the 
awarding of contracts. 

The self-employed 

24. Last year self-employed people whose expenses amount to less than 
10 per cent of turnover were exempted from the Price Code. They will 
now be brought back under the Code. A number of self-employed groups 
who are remunerated in part from public funds — chemists, opticians and 
sub-postmasters — will continue to be outside the Price Code, but in settling 
their remuneration the Government will take account of the pay limit. 



RESERVE POWERS 

25. The Government believe that the measures described above will 
be adequate to secure compliance with the policy by all employers. If 
however they find that the policy needs to be enforced by applying a legal 
power of compulsion they will not hesitate to do this. 

26. Legislation has therefore been prepared which, it applied in 
particular cases, would make it illegal for the employer to exceed the pay 
limit. The Government will ask Parliament to approve this legislation 
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forthwith if the pay limit is endangered with resultant unfairness to 
great majority of those who are prepared to observe it. 0 he 



PROGRESS OF THE POLICY 

27. The pay limit must be given effect in pay settlements and the 

effect of lower pay increases must be carried through to prices 0 
several grounds the Government need to know what is happening on Da" 
settlements under the policy. p ^ 

28. The Government intend to undertake jointly with the TUC and CBI 
a regular review of developments in the economic situation in order to 
determine progress towards the objectives of this policy. For this purpose 
the parties will need to be accurately informed of the true facts on pav 
settlements. Information on pay settlements and intended settlements would 
also be valuable in giving early warning of potential breaches of the pay 
limit and in some cases in enforcing the price control sanction. Timely 
notification of intended settlements will be needed. The Government 
therefore welcome the TUC intention to consider with the CBI arrange- 
ments for the collection of relevant information about pay settlements, and 
hope that they will be able to devise an effective scheme for these purposes 
on a voluntary basis. 



PRICES AND THE PROTECTION OF THE CONSUMER 

29. The Government recognise and share the concern, to which the 
TUC refer in their statement, that if pay is restrained prices must also 
be restrained. They would like to be able to freeze prices but an 
immediate price freeze is simply not possible after nearly three years of 
strict price control without depressing investment and causing additional 
unemployment. At any time there are in the pipeline many increases in 
costs which are coming through in prices, and this is particularly true 
at present following the big increases in pay and other costs in recent 
months. It takes time for these costs to affect prices in the shops. 
Similarly if pay increases are slowed down it takes some time before price 
increases slow down also. Nevertheless, if pay increases do not slow 
down, there can never be a slow-down in price increases. 

30. Although the Government cannot freeze prices at this time they 
intend to take the following measures to keep price increases to a minimum 
and to protect the consumer. 

Price controls 

31. The Government will continue the present strict price control 
enforced by the Price Commission under the Price Code. They will 
legislate in due course to extend the control powers beyond 31 March 
1976, when price control would otherwise end under the existing law. 
The price control already ensures that a lower rate of increase in pay 
is reflected in a lower rate of price increase. However, particularly with 
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oresent levels of unemployment, the Government do not intend to push 
price control to the point where it would endanger employment and 

investment. 

Better consumer information 

32. The Government propose to finance through a special Exchequer 
srant more consumer advice centres in local authority areas to assist con- 
sumers who have complaints or queries about particular retail prices in their 
district. There are now 60 centres, there will be 80 by the end of 1975, and 
the Government will discuss a plan to open many more by the end of 1976 
with the local authorities. The Government will encourage more work 
on local price comparisons indicating best value for money, and will accelerate 
the programme of price display and unit pricing. 

Family budgets 

33. Certain goods are of special importance in family expenditure. 
Large price increases on such goods bear especially harshly on low 
income families. Once it is clear that the pay limit is being effectively 
observed, the Government intend to ensure that the rate of price increase 
for a range of these goods will be held to about 10 per cent. The CBI 
and the Retail Consortium are concerned about the extent to which their 
margins have been narrowing, and the Government recognise that this 
trend cannot continue without seriously endangering investment and 
employment. But the CBI and the Retail Consortium fully support the 
Government’s fight against inflation and they are therefore prepared to 
enter forthwith into discussions with the Government to achieve — subject 
to unforeseen increases in the costs of materials — price restraint on selected 
products of special importance in family expenditure. If this price limitation 
programme cannot be agreed, the Government intend to take action which 
will achieve similar results, such as extending the present 3 months’ interval 
between price increases. 

Food Subsidies 

34. The present subsidy programme saves over 6p in the £ on food 
prices and benefits in particular the elderly and others on low incomes. 
The Chancellor of the Exchequer announced in the April Budget that it 
would be necessary to phase out the food subsidies over a period, starting 
early in 1976. As a contribution to protecting the living standards of low 
income families and pensioners during the period of the policy the Govern- 
ment propose to spend £70 million more on food subsidies during 1976-77 
than the amount envisaged in the April Budget. 

Rents 

35. Local authority rents were frozen by the Government between 
March 1974 and March 1975, but increases arc now in the pipeline because 
of pay increases and other inflationary costs. For 1976-77 the Government 
propose to limit rent increases so that rents do not rise faster than prices 
generally. This will mean that on average rent increases next spring should 
be of the order of 60p per week rather than £1 a week or more. The 
Government will provide an extra £80 million to meet the cost of this. 
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Nationalised industry prices 

36. It has been necessary to make particularly steep increases ■ 

nationalised industry prices this year because most of the industries m 
deeply in deficit. The phasing out of these deficits is not yet comnw' 
However, the substantial progress already made, and the fact that the ™' 
limit provides for a lower rate of pay increase, together offer good 0rO snm 
that the rate of price increase in the nationalised industries as a wh l 
should be markedly lower next year. “ 0e 

Import costs 

37. We must do all we can to keep down costs and prices which are 
within our own control. Some prices, like the cost of imported oil food 
and raw materials, are not within our control however. A big increase 
in import prices would impose on us a further reduction of our standard 
of living and it would then take longer for this policy to achieve our 
inflation target. 



ACTION ON EMPLOYMENT 

38. The world is currently in the middle of a major depression and 
unemployment is high in all industrial countries. The Government are 
committed to bring the rate of unemployment down; they have been prevented 
from taking further action to do so this year by the excessive rate of inflation. 
As the rate of inflation moderates and the upturn in our economy takes 
place, the expansion must be founded on adequate competitiveness of British 
firms. That expansion must not be based on an increase in public or 
private consumption which leaves inadequate scope to increase investment 
and eliminate the present deficit in our balance of payments. 

39. The Government are determined, in their planning for the medium 
term, to base the growth of the economy on a proper allocation of resources. 
As the CBI and the TUC have constantly stressed, we must increase the 
level of productive investment if our standard of living is to be adequate 
in the future. The passing of the Industry Act will give the Government 
powerful new weapons in support of investment. They include the 
National Enterprise Board and, under other powers, the Scottish and Welsh 
Development Agencies. But increased investment whether public or private 
has to be paid for, and in a mixed economy the investment of the private 
sector has mainly to be paid for out of profits. The present level of profits is 
much lower than in the past. Last year profits were so low that they were 
insufficient to finance stocks and work in progress and replace existing fixed 
capital, let alone expand it. If both the public and the private sectors 
are to increase investment in the future, they will need adequate resources 
for the purpose; otherwise the necessary improvement in job prospects and 
living standards will be put at risk. 

40. Success in reducing the rate of inflation will itself improve employ- 
ment by restoring confidence, promoting investment and increasing 
export competitiveness. The Government share the views expressed in the 
TUC statement; “The Development of the Social Contract” on the need 
for action meanwhile to alleviate the effects of the current high level of 
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unemployment : they agree with them too on many of the measures required. 
The Chancellor announced in April increased opportunities for training and 
retraining; steps to assist people to move to new employment, and to 
strengthen the employment services; and a plan for a temporary employment 
subsidy to help firms located in areas of high unemployment which face 
large redundancies. 

41. The Government will introduce the temporary employment subsidy 
as soon as possible: the subsidy will not be available to companies who 
exceed the pay limits. Details of the scheme will be announced by the 
Secretary of State for Employment. Because unemployment is particularly 
harsh in its effect on young people, the Government will introduce further 
measures to increase training opportunities for young people and will be 
consulting the TUC and CB1 about special temporary measures to encourage 
their employment in industry. 

42. Inflation has seriously shackled the Government in their efforts to 
take action against unemployment. The policies put forward in this White 
Paper are designed to reduce inflation to a level where the Government 
can employ effectively all the weapons they have at their disposal to end the 
present unacceptable level of unemployment; and this the Government 
pledge themselves to do. 



PUBLIC EXPENDITURE AND CASH LIMITS 

43. The paramount need to move resources into exports and investment 

makes it essential to contain the demands on resources made by public 
expenditure programmes. The Government are currently reviewing public 
expenditure in the medium term, with a view to continuing the reduction 
of the public sector borrowing requirement which was initiated in the 
April Budget. The April Budget measures for public expenditure will reduce 
the borrowing requirement by about £1,200 million in 1976-77 at the prices 
of that year. These are orderly processes for reducing the borrowing 
requirement. Failure to control inflation would mean massive and 

indiscriminate cuts in public expenditure with crippling damage to the 
social services. Success in controlling inflation is the best guarantee 
against this. 

44. However, as the Chancellor indicated in his statement on 1 July, 
the recent rate of inflation has emphasised the need not only to limit increases 
in money earnings throughout the economy, but to look more carefully at 
the cash requirements of the public sector. The present system of planning 
and control of public expenditure puts the main emphasis on the volume 
of resources used rather than the cash cost and has substantial advantages, 
especially for control in the medium term. However at a time of rapid 
inflation, and with important changes in relative prices, this system needs 
reinforcing in appropriate programmes by placing a limit on the amount 
of money which the Government are prepared to pay in the year ahead 
towards the purchase of the planned volume of resources. 
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45. Cash limits already apply to a number of services financed bv 
central government and they were recently extended to several construction 
programmes in central and local government. They are not a suitable 
method of controlling services such as social security benefits where expendi- 
ture must depend on the rate of benefit and the number of claimants. But 
there is a range of expenditure where they can impose greater financial 
discipline and precision, and where they can contribute to countering 
inflation by making it clear both to programme managers and to suppliers 
that the Government’s purchases of goods and services will have to be cut 
back if prices rise too high. Experience with the programmes to which 
cash limits already apply have shown that their application needs careful 
preparation to be effective. Work is in hand to bring about the extensive 
use of cash limits in 1976-77. 



MONETARY POLICY 

46. It will be important to ensure that in the period ahead the price tar- 
gets which the Government have set are not endangered by too loose a control 
over the expansion of bank credit. The Government have substantially 
reduced the growth of the money supply in the past year and a half. They 
will continue to use the full range of instruments available to them to keep 
the growth of the money supply under firm control. At the same time they 
will, through the Bank of England’s guidance to the banking system, see 
that priority in lending is given to the essential sectors of the economy. 



CONCLUSION 

47. The Government seek the support of the nation in breaking the 
inflation which threatens our economy. The measures the Government, 
the TUC and the CBI are taking are designed to last right through the 
next pay round until price, inflation has been brought down to single 
figures and we have reached agreement on how to arrange our affairs 
so as to avoid a resurgence. 

48. This is a plan to save our country. If we do not over the next 
12 months achieve a drastic reduction in the present disastrous rate of 
inflation by the measures outlined in this document, the British people will 
be engulfed in a general economic catastrophe of incalculable proportions. II 
we do succeed, as we are resolved to do, we can turn with fresh energy and 
hope to tackle the fundamental problems which will still face us in con- 
structing an economy in which high pay is earned by high output. 
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Annex 



EXTRACT FROM THE TUC DOCUMENT : 

“THE DEVELOPMENT OF THE SOCIAL CONTRACT” 



Pay 

1. Adopting a flat rate approach, fixing the pay limit at 10 per cent 
would give £6 a week to all full-time adults (aged 18 and above — pro rata for 
part-timers and juveniles) up to a cut-off point. A flat rate approach has the 
advantages of focusing increases on the low paid and preventing unduly large 
cash increases being obtained by the high paid. It is clear and simple, most 
emphasises the General Council’s view about the gravity of the economic 
and industrial situation, and cuts through the complication of separate pro- 
visions for particular groups which, via comparability claims, had helped to 
weaken the previous policy. The General Council therefore conclude that 
there should be a universal application of the figure of £6 per week. The 
TUC will oppose any settlement in excess of this figure. 

2. The General Council fully appreciate the problems which may arise 
from interfering with differentials based on skill and responsibility, and 
emphasise that this is a temporary policy put forward for the coming year 
to arrest the inflationary process, prevent massive unemployment and enable 
the Labour Government to carry out its industrial programme. It is 
certainly not envisaged as a permanent policy for continually eroding 
differentials either between or within negotiating groups. 

3. The policy will operate from the beginning of the next pay round, 
which is about 1 August. Those who have settlement dates before then 
should settle within the existing guidelines. There should be no anticipation 
of their normal settlement date by other groups. 

4. Given problems arising from the fact of different pay structures, 
the cash amount should be applied as a straightforward supplement to 
earnings. This should be the total increase over the year however the 
earnings are determined. The policy will entail the temporary suspension 
of systems of pay determination based on traditional links in the private 
and public sector, and the suspension in particular of civil service com- 
parability exercises. Already established incremental and wage-for-age 
scales are payable provided that this does not raise the overall wage bill 
by more than £6 per head. The General Council would, if it is considered 
necessary, agree to legislation to relieve employers of contractual obligations 
which would compel them to increase pay above the limits set out in this 
document. This is necessary to enable this policy to be applied voluntarily 
in every case. 

5. The 12-month interval between major pay increases must continue 
to apply. This rule means that when a new settlement is negotiated there- 
after, it should be on a flat rate basis of £6. Where current agreements 
provide payments in the 12-month period, any new agreement should 
ensure that only the balance between the amount paid and the £6 should 
be applicable in the period up to 1 August 1976. 
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6 . However, final steps towards the attainment of equal pay for worn 

by the end of 1975, in line with the equal pay legislation and TUC policy 
objectives, will be in addition to the £6 figure. p " 

7. Negotiators will be expected to offset any improvement in non 

wage benefits against the pay figure. In this period of high unemployment" 
negotiators should of course continue to give priority to improving j 0 b 
security. 6 

8. In the current situation there may be understandable pressure for 
work-sharing arrangements. To be effective these must take the form of 
a cut in actual hours worked per employee. They should not be used as 
a method of obtaining a disguised increase in incomes out of line with the 
pay limit. Negotiators should therefore give priority to securing actual 
reductions in hours, and to reducing normal hours to 40 in sectors where 
this has not been attained. The 35-hour week remains a longer-term 
objective. 

9. There may be isolated instances of negotiators experiencing 
difficulties in applying or observing the pay limit. The existence of any 
such difficulty does not remove from negotiators and their executives the 
responsibility of doing all they can to ensure that the limit is observed 
Where unions and employers both agree that there is a serious difficulty 
they can make a joint submission to the TUC and the CBI, who will 
jointly examine the problem and determine whether this should be submitted 
to ACAS for arbitration. 

10. In this process of reducing the rate of inflation, the more prosperous 
can more easily bear the burden of helping the economy and should be 
prepared to take a cut in their current standards of consumption; those 
with incomes over £7,000 a year should forgo any increase in their 
incomes in the present period of difficulties. The Government should apply 
this principle in the public sector. Top pay review bodies will need to 
take this fully into account. And unions will be looking for a definite 
response from executives in companies with whom they negotiate. 
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